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SUBJECT: BREAKDOWN OF ANDEAN COMMISSION MEETING IN LIMA 

1 . WE ARE CONCERNED BY REPORTS OF BREAKDOWN OF ANDEAN 
COMMISSION MEETING THIS WEEK IN LIMA AND BY APPARENT 
CHILEAN INFLEXIBILITY IN FACE OF WILLINGNESS OF OTHER FIVE 
TO COMPROMISE ON KEY ISSUES. WE UNDERSTAND THAT JUNTA 
INCLUDING BARANDIARAN AND PRESIDENT OF COMMISSION WILL 
VISIT SANTIAGO AUGUST 9 AND 10 FOR TALKS WITH GOC ON 
RESUMPTION OF NEGOTIATIONS AND WILL SEEK TO MOVE GOC TO 
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2. IT MIGHT BE USEFUL TO MAKE CLEAR TO CHILEANS THAT U.S. 
CONTINUES TO FAVOR ECONOMIC INTEGRATION IN LATIN AMERICA. 
THE SECRETARY MADE THIS POINT IN HIS OASGA STATEMENT ON 
DEVELOPMENT COOPERATION JUNE 9. WE, OF COURSE, FAVOR A 
SUBSTANTIAL RELAXATION OF THE FOREIGN INVESTMENT REGIMES 
IN THE ANDEAN COUNTRIES AND A LIBERAL COMMON EXTERNAL 
TARIFF, AND WE BELIEVE THE ANDEAN COUNTRIES WOULD BENEFIT 
FROM BOTH. HOWEVER, WE WOULD HOPE THAT CHILE COULD CON- 
TINUE TO PURSUE THESE OBJECTIVES WITHIN THE ANDEAN GROUP 
AND THAT THE OVER- ALL OBJECTIVE OF ECONOMIC INTEGRATION 
WOULD NOT BE LOST. IT IS APPARENT THAT AT LEAST MOST OF 

THE MEMBERS OF THE ANDEAN GROUP RECOGNIZE THAT THERE ARE 
REAL DIFFICULTIES WITH INVESTMENT AND TRADE DECISIONS 
AND THAT MODIFICATIONS ARE IN ORDER. WE UNDERSTAND TOO 
THAT THE CXT LEVEL PROPOSED EVEN BY HIGH-TARIFF 
PROPONENTS IS MODEST BY ANDEAN/LATIN AMERICAN STANDARDS, 
WHICH IS INDICATION THAT MEMBER GOVERNMENTS RECOGNIZE 
REALITIES OF THE ECONOMIC SITUATION. 

3. SUBJECT TO YOUR JUDGMENT, THE DEPARTMENT REQUESTS THAT 
YOU MAKE THESE VIEWS CLEAR IN INFORMAL FASHION TO THE GOC. 
WE MUST, OF COURSE, SEEK TO MINIMIZE THE POSSIBILITY OF 
RESENTMENT OVER U.S. INTRUSION IN CHILEAN AND ANDEAN 
AFFAIRS. FROM HERE IT SEEMS AN INFORMAL APPROACH BY THE 
AMBASSADOR TO MINISTER OF FINANCE CAUAS WOULD BE BEST. 

IN ANY CASE, DEPUTY ASSISTANT SECRETARY GRUNWALD HOPES TO 
DISCUSS THE SUBJECT WITH CAUAS DURING GRUNWALD'S VISIT 
TO SANTIAGO THE WEEK OF AUGUST 30. HABIB 
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